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Phil Way!

From: Bl Yyt [t @@whawa.com)
Senl: Vardnesday, June 11, 2003 12234 PM
Yo: AN Wholesalory, Aszockato Mambasa

Ce: L5

¥ Abrams; Shuort A- Halsan; Steve Bums; Steve Gane,; Sieveking, Sholey [Legad); Ron Main;
«ter Rusnak; Mike Madigan; Mike Howilt, Michae! Transue; Mark Levine:; Mark Graenbery: Lnure
Kright; Lance Hastings; Kevin Yoo, Katle Jacoy; Juanita Dupnan; Jolf Hecker, Jean | eonard; Hamy
Sehuhmacher, Gary VWhod, Ford Klene; Debbia Kaplan: David Rehr, Danny Olson; Craky VWholf,
{.raly Purser; Coletia Dow;, Chiis Mewbry; Chris Cheney; Cheis Cafley; Chris Basinsky; :
Bsedternt1 f@nol com; Bruce Messling; Rob Bawoneky; 81 Young; Benj Steinman; Barbar Hoffman;
Art DeCrdle, Andy Mikashus, Andrew Balunnado, Wiliam Ghrisiafiersen (E-mail); Wenady |Holmeuist;
Victoria Hortor, Timothy Bachitold, Steve Findley: SheRa Daughas; Robent Pinard; Richard Brown,
Rich Foge, Pal Sulivan; Oliver Delaney ; Mick Manis; Neal Whitaker, Nancea Iohnson: Mike
MeKonnoy; Michasl Vacalg Michanl Lashbrook, Mury Strala; Mary Campbelt; Marc Camichas!; L
Waidron; Kriall Blazer, Katie Motles; John Stasiowski Jay Goldsten; Janel Seaworlty; Goorge i
Munis; Gacrge Brown: Gene Mol san; Ere Jensen;, Donna Aleander; Denres P. Gallagher: Dean .
Phankall; Clark Corzory, Clark Corson; Chris Valaud, Chet BryaM (E-rsil), Cheryt O Timbweriake, :
Corole BasH;, Buddy Gridiey; it Roderg Bilt Cison, Armilds Pesry,; Aoy Brazler; Andrew Hert 4

Subject: Legislative Updaté from Olympla, WA

.-

YPE WIH 2001 BEER TAX BATILE

s oifickal, Ihere will be no_beer 13X Increase i Washington in the state's 206304 oporating budget bill,
which the legiziature has passod and cent to Washinglon Governor Gary Locke for his signature, Lale
lasl woek he begiskalute passed the 523 bilion stats budget operoting budget ba) (Eenote Bill 5405) ond sent il to
Locke who has indicated he will sign the lean operating budget ta bridge a budget gap of $2.4 bilion.  The budget
has no genesal lax Increnses and diminutes 1,150 stotn jobs, withholds pey raises for stoto cmploycesand
veteran tearhers, increnses the shoso public emplayees pay for thelr health Insuminen, and reduces the number
of propie surved by 1he Basic Health Flon insurance program sné Childran's Hoallh lnswioncs Prograca.

Although the budget plon ordginally submitind by the Governar callad for no general tax increates, several timas
ho calied for addilional "sin tax® incrences during the legisiativo eession and near the end of the regutar sossion

ha specifcaly colled for beer and sin tax Inoeases. Addionally, during the cocsion o bill was introdoced calling
for 2 3928 percent boer tax incroass, Afieran k i lobbying atfort by wholecaders, ¢

rewsnat and major browarles, the bl wae nevar echadulod Jor a hosring. In tact, zoveral of the Houra
zponsors asked o bave thair nomea removed from the leglsiation.

Although the legislatura began a second special session in Olympia, the issues are primarily tax incentives
for the Boeing Alrcraft Company to have the new 7E7 alrcratt here. Among the tax breaks considered Is a
major revision of the stafe's unemployment insurance syslem.

The budget Lifl did conksin one revente enhancement. Asurcharge of $0.42 per liter on all retail sales of spiits
atstale and agency clores was addod (0 ralse $14 milion ©f the 2002.05 benniom  Ferindnd twn mtal licensee
purchases, military and tibad xalns.  The Increass takes effoct no bster tan September 1 this year In unusual
tanguage tha budget bill sy, “To the extent thit a keswer wurchame is cufliciont o ralss $14 million, the Liquor
Board may rduce the amount of the swichome.* The billakso says, the Beard shall remave e smcharge pnce It
generates $14 million, bul no laler than June 30, 2005." That is the end of Washinglon's fiscal year,

Wholesalore will recolva 2 completn legisiative rapoit of our 2003 fegirtativa tescion i Friday at our Geno
Membership Meoting in Chelan, Washington st Compbell’ s Resort.

Briofly, thin was 3 greal cocsion for wholegalers in Washington.  In addition 1o dofesting a huge beer tax
ncraaze. o lagickshao: 1) passed o clrong beer catos bl for grocory slores which we supporiad, 2) dofoated a
bill which would have given beer oned wine spacially shop owners a diredt imporiers lieonsa for beor and wine
which we opposed, 3) pacsed o municipal b Edmess bil relative 1o B & O tax payiments which we have
suppoited for several years, and 4) defeated an B0 percent fund raid on Htter tax funds which we opposed.
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Also, of primary focus for the Asseciation was passage of legislation to re-enact our beer franchise law, which in
addifion to wine franchise provisions in our law, was found unconstitutional by the Washington Supreme Court.
We passed thal legislation (Senate Bill 5994) unanimously in both the House and Senate and it was signed into
law by the Governor. As you know, shortly thereafter the Supreme Couri, following our motion and brief asking
for reconsideration, decided they did not mezn to throw out the entire law and left the beer franchise law intact. .

Here's more delail on our primary bills of interest this year.

Strong Beer- SSB 5051 ;

Effective July 1%,2003. Strong Beer can be distributed by wholesalers and sold at retail in specialty
shops and grocery stores. Strong Beer may not be sold at farmers markets. The liquor control beard

will be required to study the impacts of Strong Beer sales and report to the legislature by December 1,
2004,

ware

Ergonomics - ESB 5161 . .
“The bill, prime sponsored by Senator Mike Hewitt moved quickly through the Senate in the first weeks ¢
of session but was blocked by Rep. Steve Conway (Tacoma) chair of the Commerce and Labor

Committee in the House. The bill was not placed on the list of bills to be worked during the special

session, and appears dead for the year. The Building Industry Association of Washington is collecting

signatures for Initiative 841 which would repeal current rules and Timit future rule making related to

ergonomics. There will be more information about Initiative 841 to follow.

Sunday Sales - SSB 5382

Several concepts regarding sales at liquor stores on Sundays have surfaced during this year’s session.
The latest plan allows 20 state stores to open on Sunday on September 1, 2003 and allows all agency
vendor stores to open on Sunday’s at their discretion. The Senate passed the bill to the House on a vote
of 23-18-5. At midnight on the 3ot day of the 1% special session with the bill having failed to come up
for a vote in the House, by rule, was sent back to the Senate. The liquor lobby has kept this issue alive

throughout the first special session and will make every attempt to pass this issue in additional special
sessions. .

- Wine Importer/Specialty Shep License - SB 5825

This bill would have allowed a wine importer licensee to have an interest directly or indirectly in a beer
and/or wine specialty shop licensee. The bill, which died almost as soon as it was introduced after
opposition by WBWWA, was proposed by Senator Ken Jacobsen at the request of a constituent. The
bill which would have significantly undermined the three tier system, could have been the vehicle that
set in motion wide scale chiange to the alcohol beverage distribution business as we know it. Again,
thanks to the efforts of Senators Mike Hewitt and Jim Honeyford the bill never was given a hearing.

Municipal Tax Fairness - EHB 2030

After being signed by the Governor the new law specifically requires the 37 cities of the State that
collect B&O tax to adopt a uniform and consistent method for collecting that tax. Under the current
system a city can collect B&O tax on the sales of any business even if that business isn’t located in that
city. The city was allowed to do this if the business is located in a municipality that does not collect
B&O0 tax. What makes matters worse is even if you did only a fraction of your business in that city they
can collect tax based on 100% of your business. The bill that was supported by Governor Locke
requires cities that impose B&O tax to adopt a set of uniform standards by 2005. By 2008 those cities

must phase in a method for apportionment. This formula would allow a business to only pay B&O tax
on the percent of business done in each ¢ity.
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Streamlined Sales Tax - SB 5783

An effort was started in early 2000 by the Federation of Tax Administrators, the Multistate Tax
‘Commission, the Nationa} Conference of State Legislatures, and the Nationa! Governors Association to
simplify and modernize sales and use tax collection and administration. The effort is known as the
Streamlined Sales Tax Project. The project seeks to incorporate uniform definitions within tax bases,
simplify audit and administrative procedures, and explore emerging technologies to reduce the burdens
of tax collection, for both main street and remote sellers. The Agreement allows food to be taxable or
exempt, at the option of individual states. Washington currently cxempts food. The Agreement's
definition of food exempts bottled water, which is currently taxed in Washington. The Agreement
allows soft drinks to be taxable or exempt, at the option of individual states. Washington currently taxes
soft drinks. The Agreement's definition of soft drink includes juice drinks containing less than 50
percent fruit juice, which are currently exempt in Washington. The bill was signed by the Governor it’s
implementation will be phased in over the next year.

a vremm

Bottled Water: Sales of bottled water will no longer collect sales tax.
Juice Drinks with less than 50% fruit juice: Sales tax will be collected, while eurrently it is not.
Juice Drinks with more than 50% fruit juice: Sales tax will not be collected as it is corrently not.

Farmers Market Beer & Wine Sales

The new laws require that beer and wine sold at farmers markets be produced in Washington and that
only Washington micro breweries and wineries are allowed to participate. The farmers markets are not
allowed to sample product and must be approved by the Liguor Control Board. The Wholesalers
Association amended the bill so that wineries would not be allowed to distribute product from these
Jocations and included language that provided that wineries and breweries could not sell product out of °
the back of a truck on a street corner while claiming that they were a farmers market. The bills had
bipartisan unanimous support in both houses, both bills have been signed by the Governor, and are
effective July 27, 2003. The Liquor Board is now drafling rules to implement the legislation.

Liguer Privatization - ESSB 5522 .

Several different concepts and proposals about privatization were floated by Senator Tim Sheldon (D-
Potlatch) this year. They ranged from all ot privatization, to a phased in model where state stores were
eventually replaced with agency vendor stores. Neither of these proposals gained much traction in the
House where Representative Steve Conway who sided with the liquor store union employees refused to
give any proposals a hearing. There was also many questions raised about how to make up for the loss

of iquor sales revenue that is collected by the state on top of the tax. Senator Sheldon has vowed to
pursue this issue in the future.

Litter Tax Bills: . .

EHB 1037 Retail sales of food and beverage from the litter tax :
This bill supported by the Restaurant Association exempts retail sales of food and beverage that is
consumed indoors on the sellers premises from the litter tax, The bill became effective May 7, 2003.

HB 1450 Operation Budget for Fish and Wildlife
Buried deep in this bill was a raid of 80% of the litter tax money collected by the state that was 10 be

dedicated to the state toxics control account. The bill didn’t go anywhere, and no raid of the litter tax
money was included in the final budget.

Four State Convention Information coming this month
6/11/03

WBW-05850

- WBW_104690

TX183 003



Page 4 of 4

Yet this month VWBVWWA will mail out complete registration for our upcoming Washington,

Oregon, daho and Montana Beer & Wine Distributors Convention at the Coeur d'Alene Resort
in Coeur d'Alene, Idaho.

The-event begins with an opening reception on Sunday, September 14 and ends with golf on
Wednesday morning Sept. 17. Because of the location we expect early arrivals on Saturday,
Sept. 13. All suites and meeting space are held by the convention at this time. Following our
mailing, suppliers will be able to reserve hospitality rooms and set up receptions, efc.

-

Phillip H. Wayt, Executive Direclos

Washingion Beer & Wine Wholesalers Association
P.O.Box 1319

Olympia, Washinglon 98507

Phone: 360-352-5252

Fax: 360-543-9784

E-mail: phil@wbwwa.com
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